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Critical Acclaim for This Book 



Chile is a new member of the OECD since 2010 and a forerunner of development in Latin 
America. This book is one of the most encompassing and interdisciplinary country studies 
on Chile in many years, and this will be the standard text on the nation for the years to come. 

Sergio Arzeni, Director of the OECD Center for Entrepreneurship , 
Small and Medium-sized Enterprises and Local Development 

Chile in Transition is an interesting and comprehensive research that allows an insight into 
current politics, economics and the overall development of my country. This work is very 
well done, and I consider it as a really informative and valuable text, because it describes 
the nature of the upcoming challenges for Chile in a very precise way. Particularly remark- 
able are some comments on foreign policy as well as on natural resources and energy. This 
is a most welcome book. 



Mariano Fernandez, 
Ambassador of Chile in Germany, Berlin 

A generation ago a group of economists designed one of the greatest experiments in modern 
history. Equipped with a blank cheque by dictator Augusto Pinochet, they converted Chile 
into a laboratory of neoliberal theory. What are the results of that experiment? In this lucid 
analysis, Roland Benedikter and Katja Siepmann investigate the Chilean laboratory and 
find tracks in official statistics and public discourses, but also in advertisements or in the 
Metro of Santiago. In this way they draw with great precision the lights and shadows of the 
Chilean model, which has been profoundly called into question for the first time in three 
decades. 



Daniel Matamala, 
Anchorman CNN Prime, CNN Chile 

This study documents the main debates in current Chilean politics (i.e., education, indebt- 
edness, corruption, lack of participation) in a refreshing way compared to other literature 
which in most cases concentrates in rather schematic ways on discussions about the dicta- 
torship and economic development. In contrast, this book unfolds and addresses the most 
important questions of today’s Chile from a liberal viewpoint. In my view, this is the most 
solid work about Chile I have seen for years within the liberal perspective. Benedikter’ s 
and Siepmann’s book is especially fortunate in its treatment of the economic and fiscal 
dimensions, where the question marks about the paradoxes between the macro and the 
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Critical Acclaim for This Book 



micro spheres are elaborated with solidity... The processing of Chilean unease ( malestar ), 
which normally tends to be omitted in liberal literature on the nation, results very 
interesting. . . This book is a significant contribution to the analysis of contemporary Chile, 
and it incorporates the different debates on the nation in a multidimensional way. 

Prof. Dr. Alberto Mayol, 
Universidad de Santiago de Chile ( USACH ) 

This text is a brilliant analysis of the current and envisaged context of reforms and innovation 
in Chile. Given the outstanding ambition and multidimensionality of its transition, Chile will 
remain a most interesting topic to study throughout the coming years. This book decisively 
helps to understand the greater picture, and I recommend it with the utmost conviction. 

Professor Dr. Andrea Billi, 
Universita La Sapienza, Rome 

Benedikter and Siepmann offer a lively explanation of contemporary Chile’s reality, chal- 
lenges, and prospects for the future. This is a timely, important, and eminently readable book. 

Amy Goodman, 

Host and Executive Producer, Democracy Now! 




Abstract 



The economic, cultural, political, and social situation of Chile, a forerunner of 
development in Latin America for decades, shows a nation in transition. After the 
re-election of the leader of the center-left coalition, Michelle Bachelet, to new-old 
president in November-December 2013 at the expense of the conservatives under 
Evelyn Matthei and former president Sebastian Pinera, some observers expect a 
broad “reboot” of the country. Others, though, remain sceptical that the government 
of Michelle Bachelet’s second term 2014-2018 (Bachelet II) will be able to imple- 
ment the deep-reaching reforms it promised. 

Despite insecure prospects, there seems to be wide consensus among the political 
protagonists of the country — regardless of party affiliation — and among most inter- 
national analysts that reforms are unavoidable in the medium term if the nation’s 
success story is to continue, and if Chile wants to keep its place within rapid interna- 
tional development. While the Andean nation is still seen by many as an example of 
progress in South America and — at least to a certain extent — of the potential for 
progress of the global South, it simultaneously faces a complex constellation. The 
question is how institutional, political, and social innovations can be incepted without 
interrupting what has been rightly seen by the international community as a remark- 
able success story throughout the recent decades. The answer to this question depends 
not only on economic and financial issues, but in no small part also on the develop- 
ment of political culture, social psychology, and contextual politics, i.e., of identity 
questions between the polarizing narratives of “center-left” and “center-right.” 

This book provides an interdisciplinary overview over Chile’s current situation 
and analyzes the nation’s resulting main future trajectories. It points towards the 
achievements, opportunities, and potentials of the country, but also to its main chal- 
lenges and tasks ahead — both to a certain extent exemplary for the greater regional 
context. 

The questions addressed are: What is Chile’s situation irrespective of media rep- 
resentations and ideological curtains, and beyond simplifications? What are the 
nation’s main opportunities and problems? And what strategies and policies will be 
concretely applicable to improve political and social balance, promote broader par- 
ticipation in decision-making processes, widen access to education, create wealth 
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for a greater number of people, decrease inequality, foster reconciliation between 
antagonist groups, and mitigate ideological divisions? 

Last but not least: Will other nations be confronted with tasks similar to those of 
today’s Chile? If yes, can they learn something from the Andean country’s case, or 
is the recent story of Chile unique and incomparable? And subsequently: Can Chile 
become a role model — and if yes, for whom, in what fields, and to what extent? 

Roland Benedikter 




Foreword by Ned Strong, Harvard University, 
David Rockefeller Center for Latin American 
Studies (DRCLAS) 



Despite Chile’s impressive success story of the past decades, like most other Latin 
American countries the nation remains under-represented in the international analy- 
sis of contemporary world politics — in particular with regard to sociopolitical antic- 
ipation and if-then scenarios. 

This book, an in-depth picture written in a clear and accessible style, is a timely 
pioneer to attract more attention to a country that is an example of how economic prog- 
ress, enduring sociocultural and mental habits — including the legacies of authoritarian- 
ism — and post-traditional complexity can go hand in hand. In the case of Chile, the 
present situation of transition is the result of a process begun in the 1990s to reform 
economic policies and political institutions, including a critical look at the nation’s con- 
stitution itself. This transition seeks to master social inequality broadening the access of 
larger sections of the population to the benefits of economic growth, to an educational 
system to be developed towards international quality, and to further improve Chile’s 
foreign relations by redefining its standing in the new, multipolar global order. 

Addressing all these crucial issues, Benedikter’s and Siepmann’s book is both an 
impressive didactic play on the long-term effects of globalized capitalism on a 
young democracy in our times; and a masterpiece of political analysis embedded in 
the framework of the efforts to further develop an already successful country. 

Most important, this work is an example of what a contemporary interdisciplin- 
ary “nation study” should look like by analyzing one of the most dynamic, yet 
enigmatic nations in the hemisphere. It provides a unique multidimensional analysis 
of Chile’s situation and the most important tasks ahead. This book contributes sig- 
nificantly to a balanced international discourse on Chile, and I recommend it with 
the utmost conviction to the international community of scholars, students, and all 
those interested in the present and imminent future of the nation. 

Harvard University Ned Strong 

David Rockefeller Center for Latin American Studies Executive Director 

Cambridge, MA, USA 

June 2015 
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Preface by Larry Birns, Council on Hemispheric 
Affairs, Washington, D.C. 



In this book, Council on Hemispheric Affairs’ Senior Research Fellows Roland 
Benedikter and Katja Siepmann deliver a unique analysis that drops like a forest 
green jewel in the greenery of most of the other recent publications on Chile. In fact, 
this work is one of the most valuable volumes on the subject in English that is avail- 
able. It analyzes all aspects of Chilean politics, economics, culture, as well as fiscal 
and educational issues, along with many of the major challenges that lie ahead. 
Benedikter and Siepmann ’s analysis captures the push-pull nature of the current 
situation in Chile. 

This book is recommended to all those interested in the current situation of Chile 
who are looking to broaden their knowledge of this South American nation. It not 
only covers a plethora of South America’s complex political landscape, but also 
helps the reader to understand the underlying structures and mechanisms that are 
giving a major shape to Chile’s several paths of development. As one of the few 
countries regarded as an example of prosperity and progress in contemporary Latin 
America, Chile in one way or another is almost certain to prove to be an example 
that affects the current rise and future role of the continent. 

It is no effort for a Chilean student like me to warmly recommend this brilliant 
text to students, teachers, and international experts interested in tackling contempo- 
rary Chilean matters, as well as those who are concerned with the situation and 
perspectives of South America in general. Unlike studies by knowledgeable parti- 
san think-tanks, this work does not embrace a political stance. Rather, it sustains an 
objective viewpoint. The authors’ approach is likely to set the standard for timely 
and thoughtful analyses of Latin American affairs. 

Council on Hemispheric Affairs 
Washington, DC, USA 

June 2015 



Larry Birns 
Director 
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Chapter 1 

Introduction 



Roland Benedikter and Katja Siepmann 



This book is a “nation study” on Chile, Latin America’s most successful country of 
the past decades. A classical multidisciplinary area analysis, it concentrates on the 
history of the remnants of authoritarianism and their impact on Chile’s democratic 
culture of the present, the perspectives of Chile after the elections of 2013 and the 
second mandate of Michelle Bachelet. 

This text is part of our attempt to provide timely multidisciplinary area studies 
that neither exaggerate in focusing on single details nor overstretch the bow by 
going too far in the macro- sphere. We try to understand and explain the moment of 
a nation and its perspectives in a given phase and constellation in an intermediate, 
down-to-earth, condensed, and comprehensive manner that can serve as a practical 
basis for apprehension and debate rooted in the historical framework and including 
as many relevant sectors of society involved as possible. The goal is to identify the 
core motives of the nation’s development and to sketch an overall outlook in an 
encompassing way rather than to comment on too many daily occurrences. 

Early versions of single chapters of this book have been published in Foreign 
Affairs , Harvard International Review , and Challenge : The Magazine of Economic 
Affairs. We remain grateful to these journals and their institutions for their sustained 
support of our work on Latin America. 



R. Benedikter (M) 

University of California, Santa Barbara, CA, USA 
e-mail : rolandbenedikter @ yahoo . de 

K. Siepmann 

Opina Market Research Institute, Santiago, Chile 
e-mail : katj a. siepmann @ googlemail.com 
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R. Benedikter and K. Siepmann 



We have structured the book according to what we consider key areas of 
development in modern democratic societies, and in particular of societies in “deep” 
transition such as contemporary Chile: 

1 . The economic dimension; 

2. The cultural dimension; 

3. The political dimension; 

4. The social dimension; 

5. The fiscal dimension; 

6. The educational dimension; 

7. Five additional critical issues for the future. 

The first part, the economic dimension , reaches furthest back into the past. 
It explains how the country’s success of the past decades — since the 1980s and 
1990s — has been built mainly upon economic achievements on which most other 
aspects relied, in particular its sociopolitical processes. In turn, it was the in many 
ways unusual consensus between governments and oppositions on most issues of 
political economy — the “politics of agreements” — that fostered outstanding eco- 
nomic progress, though leaving many questions about post-dictatorial democracy 
open. Part 1 serves as a general introduction to the nation’s basics that constitute its 
current reality, including unsolved problems and open tasks after four decades of — 
overall considered as successful, but socially not fully balanced — neoliberal eco- 
nomic policies. 

The second part, the cultural dimension , focuses on the era of President Sebastian 
Pinera (2010-2014), the first center-right government since the post-dictatorial tran- 
sition to democracy in 1988-1989. This chapter explores the trends and changes in 
social psychology and collective mentalities since the start of Pinera’ s tenure, as 
well as the competition between different public narratives over the past couple of 
years about what a “good society” in Chile could and should look like. Since Pinera 
was the first Chilean president to fully grasp the rising importance of social psychol- 
ogy and collective narratives as “contextual political factors,” questions of identity 
have become crucial elements of public discourse in today’s Chile. 

The third part, the political dimension , concentrates on the beginning of Michelle 
Bachelet’s second term in government (Bachelet II, 2014-2018). It explains the 
background, implications, and perspectives of the presidential and general elections 
of November and December 2013, the shift between the governments Pinera and 
Bachelet II, the legal and institutional mechanisms in play, the remnants of the 
Pinochet dictatorship in the electoral system, and the entry of former student protest 
leaders in traditional political structures. The chapter concentrates on the program of 
Bachelet II and on future scenarios presented by the various parties and alliances 
represented in the political institutions. It also analyzes the impact of the student 
protest movement on the current and foreseeable sociopolitical scenarios. 

The fourth part, the social dimension , provides an analysis of Chile’s social situ- 
ation at the beginning of the office of Bachelet II, including inequality, redistributive 
policies, social and class struggles, and ideas for reform. Chile features the highest 
level of inequality of all 34 OECD member states and thus faces the question of how 
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to mitigate social rifts to avoid the widening of the gap between those sections of the 
population who have access to tools and public life and are able to participate, and 
those who aren’t. 

The fifth part, the fiscal dimension , considers the opportunities and problems of 
Bachelet II’s envisaged tax reform, i.e., the centerpiece of her reform program for 
the country, and the complex intertwinement of the fiscal and economic systems as 
motors of growth and factors of political and social power. 

The sixth part, the educational dimension , reflects the state of affairs and the 
perspectives of Chile’s envisaged grand educational reform. It also presents some 
observations on the transformational force of Chile’s sociopolitical protest move- 
ment stemming from and rooted in the universities and high schools. Can and will 
student protest continue to trigger changes in the existing societal arrangement? 
And, in turn, how will educational reforms impact the student protest movement? 

Finally, the seventh part, five additional critical issues for the future , offers 
an outlook on Chile’s future and discusses five issues that will critically impact 
the country’s transition as well as — in particular — the governability of its change: 

(1) Democracy and new media, including the politics on (and of) the Internet; 

(2) Foreign policy, new strategic alliances, and participation in global governance; 

(3) Sustainable approaches to resources and energy; (4) Global climate change and 
care of the environment; (5) Resilience, security, and peace politics. 

The fact that some key actors of Chile’s current transition such as the govern- 
ment, the center-left and center-right alliances, the political parties, the influential 
economic families, the elite and the student protest movement and its protagonists 
play a significant role and are found in almost every chapter is no accident. It points 
toward their outstanding role in the present process of transition; and it shows that 
like most Latin American countries Chile continues to be a microcosm with its own 
laws, structured by more constants than variables, and — most important — by a still 
rather restricted number of actors. 

We thank Majella Horan for reading the manuscript and correcting the language. 
Santiago de Chile, Santa Barbara, and Washington, DC, June 2015 

Roland Benedikter 
Katja Siepmann 




Chapter 2 

The Economic Dimension: A Nation Grown 
by Means of Neoliberal Policies 



Roland Benedikter and Katja Siepmann 



Often branded the “Switzerland of the global South”, Chile in many ways 
corresponds to its excellent economic and financial reputation when observed from 
the outside — but steers through rough waters to maintain enthusiasm with its own 
citizens. One family’s tale embodies the history of the country between imported 
neoliberalism and domestic socio-economic emancipation that led to today’s situa- 
tion: the story of the Matte siblings. To know this story and thus to understand the 
economic basis of current Chile and its inbuilt ideological battles that reach back to 
the 1970s and 1980s is the indispensible prerequisite to getting an insight into the 
constellation and perspectives of the nation as it stands today, including its political, 
financial, social, and cultural dimensions. 



A Recipe for Success from Chicago 

More than 40 years ago, Eliodoro Matte was a M.B.A. student at the University of 
Chicago. In recognition of his outstanding success thereafter, he was invited to 
speak at the graduation ceremony of the university’s Business School on 15 June 
2008. On this occasion, Matte spoke about the influence of the school, the 
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birthplace, and stronghold of global neoliberalism on his subsequent career and on 
the destiny of Chile: 

The University of Chicago brought all the ideas and commitments to my mind, my soul and 
my spirit that penetrated and changed my life and my company, and most important, my 
country forever. 1 

Matte emphasized that Chicago’s radical free-market-ideology was first 

crucial to transform my enterprise CMPC from a locally operating company within a pro- 
tected market into an international player in a highly competitive business world 2 ; 

and second, that it was 

decisive to create the most progressive, successful und fair economic environment of South 
America in Chile, years before Reagan and Thatcher transformed free markets into an inter- 
national model. 3 

The interrelation between his company’s performance and its role in Chile’s 
overall development pointed out by Matte is no accident. It simply corresponds to 
the facts. 

Indeed, some of the most brilliant examples of successful Chilean entrepreneur- 
ship in the recent decades are the siblings Eliodoro, Bernardo, and Patricia Matte, 
owners of the paper-empire CMPC, also known as La Papelera. The company was 
founded in 1920 and has specialized in the production and commercialization of 
cellulose, paper, pulp, tissue, and other paper products. Today, it is the fourth largest 
cellulose provider in the world and produces 2.8 million tons a year, 4 from which it 
exports 81 % to Asia, the USA, and Europe. The company possesses more than a 
million hectares of forests in Chile, Argentina, and Brazil and is feeding 8,500 
workplaces in Chile and 6,500 abroad (Brazil, Argentina, Peru, Uruguay, Colombia, 
and Mexico). The CMPC group ended the year 2012 with a balance sheet of 
US$4,759 million of sales, US$914 million of earnings before depreciation, inter- 
est, and taxes (EBDIT), a net income of 202 million, and US$14,046 million of 
assets. 5 In 2013, the sales of CMPC celulosa, one of its sub-companies, alone 
amounted to US$1,794 million. 6 The Matte family controls the CMPC group by 



1 “La Universidad de Chicago le dio a mi mente, a mi alma, a mi espiritu las ideas y compromisos 
que me permearon y cambiaron mi vida y mi empresa, y que cambiarfan, sobre todo, a mi pais.” 
Quoted according to: El Mercurio. Economia y Negocios online: Eliodoro Matte da cuenta del 
vasto legado de Chicago en Chile y la Papelera. In: El Mercurio, 16 de junio de 2008, http://www. 
economiaynegocios . cl/noticias/noticias . asp ?id=4 8662 . 

2 Ibid. 

3 Ibid. 

4 CMPC Celulosa: Perfil (2012 and 2013), Marzo 2013 y Marzo 2014, http://www.cmpccelulosa. 
cl/CMPCCELULOSA/interior.aspx?cid=2&leng=es. 

5 Empresas CMPC: Company Overview. Presentation prepared for the BCI investor meeting, Luis 
Llanos, CFO, April 2013, p. 3, http://www.empresascmpc.cl/wp-content/uploads/2012/06/ 
Company-Overview-BCI-Investor-Meeting-en.pdf. 

6 CMPC Celulosa: Perfil, loc cit. 



